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Network
August 31,1995
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American
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Public
Accountants

Date:
To:

From:
Subject:

1211 Avenue of the Americas
New York, NY 10036-8775
(212) 596-6200
Fax (212) 596-6213

August 31, 1995

State Society Presidents, Presidents-Elect, CPE Chairs, Executive Directors, CPE
Directors and Others Who Attended CPE 2000

CPE Planning Committee
Response To Town Meetings At CPE 2000

CPE 2000 was a great meeting of the minds on the future of CPE. It focused on the need for
networking, to change in anticipation of the future, and to develop a common goal for the
common benefit of our common members.

During that meeting, Bob Israeloff presented some preliminary views on the results of the efforts
of a special committee in the CPE area. This committee represented a cross section of state
societies and the AICPA.
The CPE Board of Management recognized the need to improve our CPE services to members
and asked .CPA/SEA to appoint four executive directors and four CPE directors to a working
group. They joined another executive director who sits on the CPE Board of Management to
form the majority of this new CPE Planning Committee.
The Committee engaged an outside consultant, went through facilitated meetings and attempted
to look toward the future of CPE with an eye clearly focused on our members.

With the feedback from CPE 2000 this Committee modified some preliminary findings, changed
some aspects of a possible plan and now offers an exposure draft of a working network for CPE
in the future.
* This exposure draft is member focused. It creates a State Society Product Management
Committee that will make the critical CPE product decisions. It also makes sure that AICPA’s
products are treated on a level playing field with no predetermined plan that the AICPA will
have any particular product supply levels. It is a network focused on our members that
leverages the strength you told us the State Societies and the AICPA had.

You should also know that the AICPA is committed to reengineering its CPE operations along
with many other operating areas. The AICPA’s Board of Directors and President Barry
Melancon have spoken on this subject. Change is already being made and more will come. The
AICPA will become a flexible, quick to respond, member responsive organization that gears all
of its services toward high quality and meaningful member service. This change will positively
impact member CPE as well.

We realize that planning for the 1996 CPE year is underway. Some would argue that we should
just sit back and wait for better timing to make changes. The CPE Planning Committee feels
differently. Action is required now, but action that is thoughtful and with meaningful input from
all affected parties. The enclosed exposure draft reflects the current thinking of this work group.
It has been modified by the results of the town meetings at CPE 2000 and will no doubt be
modified by your input.
As the CPE Planning Committee evaluated the proposed CPE Network’s financial feasibility,
certain assumptions were made regarding how the Network activities might impact participating
state societies’ and vendors’ operations. These assumptions are reflected in Appendix A,
“Financial Model for the CPE Network.” We emphasize that this format presents only one set
of possible outcomes. You will need to challenge the reasonableness of each assumption for
your organization.
We are asking for your feedback and observations by October 2, 1995. We realize this is a short
time frame, but our organizations have been criticized in the past for failure to act on a timely
basis. Even with this short exposure time, it will still take months to actually implement a plan.
Please comment in some detail. We would like to know which items you like and which you
don’t like in the proposal. We need your help to create an active and flexible CPE Network.

Thanks for your cooperation and input.

CPE Planning Committee:
Marvin Strait, Chair, Colorado
Sharyn Baudler, Iowa
Sharon Bryson, North Carolina
Joe Call, Idaho
Ray Church, Rhode Island
Ron Cohen, Indiana
Daryl Hill, Oklahoma
Bob Israeloff, New York
Brent Johnson, Florida
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Dick Kearns, New York
Cheryl Langley, Oregon
Mahlon Rubin, Missouri
Eric Schindler, Washington
Don Weldon, Texas
Tracy White, Washington
Jim Winemiller, Indiana
Barbara Zorn, Maryland

The Continuing Professional Education (CPE) Network
(Exposure Draft: August 31, 1995)

I.

Purpose:

This paper describes a network framework among State Societies, the AICPA, and other
partners to collaborate on an improved model for CPE needs identification, development,
delivery and distribution. This network framework was developed by a 17 member
Committee made up of nine State Society staff of whom eight were selected by CPA/SEA
(five executive directors and four CPE directors) and eight AICPA/State Society
members serving on the AICPA’s CPE Board of Management. An independent
marketing executive was engaged to facilitate the Committee’s meetings. Improved
synergy between State Societies, the AICPA and other partners will accomplish
independent goals more effectively, by serving State Society and AICPA members in a
more responsive manner, offering higher quality, faster-to-market, more focused CPE
products and services, with lower costs, flexible pricing, delivery options, and shared
technology investments.

II.

Background:

• While engaged in parallel CPE efforts, duplication by State Societies and the AICPA
has been counter-productive, increasing costs without adding value to their
overlapping memberships.

• While the CPA profession has been a leader in professional CPE, its future requires
a move to the next level of effectiveness and efficiencies through different methods
of collaboration and CPE delivery.
• Particularly because public practice profits have been under pressure, and industry,
government and non-profit costs are under greater scrutiny, a more economical and
effective model is needed to provide CPE to the accounting profession.

• It would seem inconceivable to many CPAs, who may be members of both the
AICPA and a State Society, that their membership dues go to duplicative competing
efforts, where instead there should be recognition of mutual interests in members’
needs.
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• New means of delivery and distribution, including technology investments, need to
be explored to reduce costs, mitigate risk and leverage results through State
Society/AICPA collaboration.
• Many varying segments of the accounting profession find that some of their CPE
needs are not met by either the AICPA or State Societies.
• CPE change could provide a more valuable service to improve and sustain CPAs’
professional performance in a larger share of the segments in which they work; that
could enhance member retention and acquisition.

III.

The Framework of a Network:

• Network members, voluntarily linked, improve quality of offerings, cut operating
costs, and reduce prices in response to their customers.
• Establishing teams within an organization is analogous to establishing a network
across organizations.
• Expanded communications and trust are typical and essential attributes of a network.

These principles are described in The Age of the Network, by Jessica Lipnack and
Jeffrey Stamps:
1. Unifying Purpose. Common goals hold a network together. A shared focus on
desired results keeps a network in sync and on track.

2. Independent Members. Independence is a prerequisite to interdependence. Each
member of a network can stand on its own while benefiting from being part of the
whole. In addition, a network does not succeed or fail depending on the actions of
any one member.

3. Voluntary Links. The distinguishing feature of networks is their links. As
communication pathways increase, people and groups interact more often and more
effectively. As more relationships develop, trust strengthens, which creates an
environment where duplicate costs can be eliminated and new opportunities identified.
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4. Multiple Leaders. Each network member has something unique to contribute. With
more than one leader, a network as a whole has greater resilience.
5. Integrated Levels. Networks are multilevel. All functional levels of network
members should be encouraged to interact. This leads them to action rather than
simply making recommendations to others.

Continuing Professional Education CPE Network
Mission Statement
The CPE Network of State CPA Societies, the AICPA, and other partners will
collaboratively deliver the highest quality, cost-effective, timely CPE products
and services through multiple delivery modes, to the public practice, industry,
government, and education sectors of the accounting profession. Knowledge
and skill products and services will prepare CPAs for the future and add value
to their performance in the accounting profession.

IV.

Who Benefits?:
The CPE Network will be the vehicle that participating members use to make the next
generation of strategic moves to even higher quality CPE programs produced at lower
prices. Benefits should accrue to everyone in the accounting profession:
A. CPA Members of the AICPA and State Societies:

• Greater attention to professional development, accounting practices, and careers.

• Opportunities to achieve reduced CPE retail prices.

• Competency models and ongoing needs assessment, with a competency-based
curriculum track to follow.
• Improved access to technology-based delivery systems.
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• Optional modes of high impact experience-based learning.
• Faster, more effective, practical methods for transferable learning to improve
productivity.
• State-of-the-art training available to the entire profession.
• Faster access to standards and professional developments through enhanced
communications between the CPE Network, FASB and AICPA technical groups.
B. State CPA Societies:
• Lower wholesale unit costs for participant manuals for group-study CPE courses.

• More concentrated, comprehensive, continuous CPE needs assessment and market
research.
• Opportunities to provide enhanced, uniform instructional design standards for
program developers.
• Centralized marketing and promotion offering economies to contributing Network
members.

• Leveraged capital investment potential in new technologies for delivering group
and self-study programs.
• Centralized group and self-study Network ordering, easing administrative burdens
and reducing costs.
• Opportunities to reduce counterproductive CPE duplication.

• Greater opportunities to participate in the growth of self-study CPE.
• Less costly, easier access to regional banks of instructors and discussion leaders.
• Expanded opportunities to co-sponsor conferences.
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C. AICPA and other vendor partners:
• Broader grass-roots contact and knowledge through State Societies’ involvement,
including chapter involvement, where applicable.
• Increased volume of participant manual sales for group-study CPE courses.
• Opportunities to target development of new CPE courses to meet customer needs
and specifications.
• Reduced customer acquisition costs and shared marketing efforts with State
Societies.

• Centralized order processing and inventory management, with opportunities for
other economies from centralized functions.
• Greater access to untapped, incremental CPE customer segments such as in-firm
training and international sales.

Organization Structure/Accountabilities:
A. State Society Product Management Committee

• Represented by nine rotating non-vendor state society representatives. (We would
appreciate your input on how the members of this Committee should be selected.)
• Set required and desired objectives as criteria for one or more products,
programs, or service decisions (e.g. relevance, evidence of skill or knowledge
acquisition, speed-to-market, design, among others).
• Evaluate alternatives and assess risk against objectives.
• Direct CPE Network staff regarding products, programs, and services that should
be sought, acquired, or developed.
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• Prioritize the focus of the CPE Network sources against competency and core
curriculum requirements.
• Establish and maintain instructional design standards.
• Guide new program additions and development to achieve:
■ high impact experience-based learning;
■ priority of immediately transferable skills and knowledge that integrate with
the accounting profession.

• Solicit and review the opinions and suggestions of vendors concerning:
■ decision process and criteria;
■ ideas for new learning methodologies.

B. CPE Board of Management

• Comprised of cross-section of State Society and AICPA member-leaders and other
representatives.

• Responsible for CPE Network’s:
■ Policy formulation.
■ Staff and budget authorization.

■ Approval of mission, goals and objectives.

C. CPE Network Staff
The CPE Network will be staffed by the AICPA which will perform the
administrative functions of the Network and carry out the directives of the State
Society Product Management Committee. Things will be different. These are not
AICPA staff under another name. These staff will work for the CPE Network,
accomplishing its goals.
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• Negotiate and purchase: CPE products selected by State Society Product
Management Committee at prices and in quantities sufficient to meet CPE
curriculum objectives and State Society requirements.

• Develop and manage: CPE Network plans, objectives, strategies, and budget.

• Manage: planning, organizing, staffing, directing, and monitoring staff and
adjunct consultants.
• Marketing: develop and execute function and product marketing plans, programs,
and supporting promotions to satisfy group, self-study, in-house, conference and
real-time information objectives and needs.

• Sell and implement: products, programs, and services.
• Research needs analyses: conduct needs analyses, and prepare competency
models, in response to performance and/or training needs, problems, and new
developments in assistance to State Societies and membership.
• Group-study, self-study and in-house programs: plan, coordinate, and conduct
programs on skills and knowledge necessary to be an effective accounting
professional.
• Administer:
registration, order processing and fulfillment, accounts
payable/receivable, distribution, maintenance of printing and inventories within
budget constraints.
• Evaluate: develop and conduct evaluation and measurement methods to review,
monitor, and insure results of group-study, self-study, and conferences.

• State Society Product Management Committee communication and coordination:
build, maintain, and strengthen the coordination between the AICPA and State
Society Product Management Committee through routine communications,
meetings, and proposals on product development, acquisition, and product
specifications and recommendations.
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• Faculty/consultant communications:
communicate regularly on new
developments, programs effectiveness, required improvements, and direction or
function changes at the CPE Network.

VI.

Network and Non-Network Eligibility:
• Any State Society can participate in the Network. Opportunities for discounts on
CPE seminars or course materials are available through the Network and participation
in Network governance is available through the State Society Product Management
Committee. Available discounts are a function of both the volume and percentage
of State Society purchases through the Network that enable the Network to obtain
volume discounts from vendors.

• Eligibility for discounts requires commitment by a State Society to obtain at least
50% of its CPE presentations (excluding conferences) through the Network. In the
first year, benefits of membership may be offered at a level of commitment lower
than 50%.
• Graduated increased discounts will be available for purchase commitments higher
than 50%. Separate volume discounts will also be available. It is assumed that
prices would be the most competitive possible.
• Commitments to obtain discounts will be based on one-year renewable terms, subject
to Network delivery of high quality programs at low prices, with enhanced discounts
for longer-term commitments up to a maximum of three years.
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Appendix A

Financial Model for the CPE Network

This financial model was prepared to help readers better understand how the CPE Network
might operate. Actual results for the CPE Network will depend on the decisions of the State
Society Product Management Committee and how many State Societies and CPE vendors
participate.

The underlying assumption for the financial model is based on participating vendors reducing
wholesale prices to State Societies. This model assumes that price reductions at wholesale would
be passed on to members on a dollar-for-dollar basis. The reduction in end retail prices would
result in increases in sales volume. There are other assumptions that are ancillary in their dollar
impact (yet potentially as significant in importance) that are reflected as an estimate of possible
shared costs and benefits of participating in the CPE Network.

Assumption 1: The model begins with the most current year’s operating gross profit. Under
the heading “State Societies,” you can see that in Year 1, 20 states were assumed to be
participating at a 50% commitment level. The number of states participating and their
commitment level in the CPE Network increases in Years 2 and 3. For purposes of evaluating
the CPE Network in any given state, it may be helpful to work through the numbers following
the same set of assumptions and revising them, if necessary, for information that may be more
relevant to that state.
Assumption 2: Vendors are assumed to reduce their wholesale material prices. For purposes
of calculating this assumption, an average per person material price of $69 was assumed to be
reduced by $25, to $44. The sales volume increase for vendors at wholesale is assumed to be
5% for the worst case, 10% for the most likely case and 15% for the best case.

Assumption 3: As a result of their lower wholesale prices and the anticipated higher volume
of orders per title, CPE Network vendors would realize an approximate 20% reduction in
materials cost.
Assumption 4: The resulting impact from the reduction in wholesale prices is assumed to
correspond to a dollar-for-dollar reduction in prices at retail. Offsetting this are sales volume
increases of 5% for the worst case, 10% for the most likely case and 15% for the best case.
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Assumption 5: The participating State Societies and vendors would share in the operating costs
of the State Society Product Management Committee. In addition, all State Societies and
vendors would share the cost of a continuous needs assessment process and regional training
programs for discussion leaders. These costs are assumed to be less than 1 % of current gross
profit for State Societies and between 1% and 4% for vendors.

Assumption 6: Over time, certain functions that are duplicative could potentially be eliminated,
thus generating benefit to participating State Societies and vendors. Examples include,
centralized Network marketing, centralized group-study processing, centralized order fulfillment
for self-study and a coordinated Network effort to target in-firm and international sales. We
assumed a benefit to State Societies of approximately 2% of gross profit. Vendors benefits
would vary by year, but could range up to 18% because of increased in-firm and international
sales.
Assumption 7: Finally, State Societies would receive a 5% commission on self-study sales
resulting from their Network participation.
This process should reconcile to the change in gross profit that may result from participating in
the CPE Network.

It is emphasized that this model does not attempt to consider all of the benefits or costs that may
result from participating in the CPE Network.
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Financial Model for the CPE Network
Transition Year 1 -1996-97 CPE Year
(all numbers in thousands of $)
Revised 8/31/95

Assumptions

Current Gross Profit

State Societies (20)
Worst
Most
Best
Case
Likely
Case

Worst
Case

$6,700

$6,700

$6,700

$3,200

$3,200

$3,200

729

729

729

(729)
122

(729)
275

(729)
427

117

146

175

Vendors
Most
Likely

Best
Case

Assumption 1
20 societies
50% commitment

Assumption 2
Vendors reduce wholesale prices
Sales volume increases

Assumption 3
Vendors save on materials cost
Assumption 4
Societies reduce retail prices
Sales volume increases

(729)
346

(729)
830

(729)
1,452

92

221

387

Assumption 5
Cost of Product Mngmnt Committee,
needs assessment, & DL training

(46)

(45)

(44)

(57)

(52)

(47)

Assumption 6
Centralizing functions and increased
in-firm sales

130

170

210

70

120

170

100
3

100
5

100
7

(100)
47

(100)
95

(100)
143

$7,233

$7,760

$8,425

$2,762

$3,176

$3,626

$533

$1,060

$1,725

($438)

($24)

$426

Assumption 7
Vendors pay 5% of self-study
Self-study sales increase

Change in Financial Results

Financial Model for the CPE Network
Transition Year 2 -1997-98 CPE Year
(all numbers in thousands of $)
Revised 8/31/95

Assumptions

Current Gross Profit

State Societies (35)
Best
Worst
Most
Case
Case
Likely

_______ Vendors
Most
Worst
Likely
Case

Best
Case

$16,451

$16,978

$17,643

$2,762

$3,176

$3,626

604

624

629

(530)
800

(530)
843

(530)
859

85

106

127

Assumption 1
35 societies
65% commitment

Assumption 2
Vendors reduce wholesale prices
Sales volume increases
Assumption 3
Vendors save on materials cost

Assumption 4
Societies reduce retail prices
Sales volume increases

(604)
721

(624)
1,469

(629)
2,242

170

344

533

Assumption 5
Cost of Product Mngmnt Committee,
needs assessment, & DL training

(80)

(75)

(70)

(108)

(98)

(83)

Assumption 6
Centralizing functions and increased
in-firm sales

190

230

270

356

423

490

189
20

189
21

189
23

(179)
197

(179)
227

(179)
257

$17,491

$18,812

$20,297

$3,553

$4,312

$5,100

Change in Financial Results

$1,040

$1,834

$2,654

$791

$1,136

$1,474

Change in Financial Results - 2 yrs

$1,573

$2,894

$4,379

$353

$1,112

$1,900

Assumption 7
Vendors pay 5% of self-study
Self-study sales increase

Financial Model for the CPE Network
Transition Year 3 -1998-99 CPE Year
(all numbers in thousands of $)
Revised 8/31/95

Assumptions

Current Gross Profit

State Societies (45)
Best
Most
Worst
Case
Case
Likely

Worst
Case

Vendors
Most
Likely

Best
Case

$24,226

$25,547

$27,032

$3,553

$4,312

$5,100

512

537

543

(418)
1,044

(418)
1,179

(418)
1,301

67

84

100

Assumption 1
45 societies
75% commitment
Assumption 2
Vendors reduce wholesale prices
Sales volume increases

Assumption 3
Vendors save on materials cost

Assumption 4
Societies reduce retail prices
Sales volume increases

(512)
847

(537)
1,786

(543)
2,815

186

395

635

Assumption 5
Cost of Product Mngmnt Committee,
needs assessment, & DL training

(112)

(107)

(102)

(125)

(115)

(100)

Assumption 6
Centralizing functions and increased
in-firm sales

290

350

410

672

806

941

325
40

325
45

325
50

(225)
248

(225)
306

(225)
351

$25,616

$27,946

$30,530

$5,002

$6,324

$7,685

Change in Financial Results

$1,390

$2,399

$3,498

$1,449

$2,012

$2,585

Change in Financial Results - 3 yrs

$2,963

$5,293

$7,877

$1,802

$3,124

$4,485

Assumption 7
Vendors pay 5% of self-study
Self-study sales increase

